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NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY  REMOVE  OR 
STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  FROM  ANY  INSTRUMENT  THAT 
TRANSFERS  AN  INTEREST  IN  REAL  PROPERTY  BEFORE  IT  IS  FILED  FOR  RECORD  IN  THE  PUBLIC 
RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  LICENSE  NUMBER. 


THIS  LEASE  AGREEMENT  is  made  this  6th  day  of  March.  2009.  between  MART  O.  BETTS.  JR..  3776  CR 1405.  Jacksonville  TX 
75766  as  Lessor,  and  PALOMA  BARNETT.  LLC.  1021  Main  Street.  Suite  2600.  Houston.  Texas  77002-6066  as  Lessee.  All 
printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  all  other  provisions  (including  the 
completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee. 

1.  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  following 
described  land,  hereinafter  called  leased  premises: 

0.251  acres,  more  or  less,  situated  in  the  Joseph  Combs  Survey,  A-316,  and  being  Lot  20,  Block  13,  Stoneridge  Addition,  Second 
Installment,  an  addition  to  the  City  of  Arlington,  Tarrant  County,  Texas,  according  to  the  plat  thereof  recorded  in  Volume  388-50,  Page 
63,  Plat  Records,  Tarrant  County  Texas. 


in  the  County  of  TARRANT,  State  of  TEXAS,  containing  0.251  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by 
reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  non  hydrocarbon 
substances  produced  in  association  therewith  (including  geophysical/seismic  operations).  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  In  addition  to  the  above-described  leased  premises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels 
of  land  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above-described  leased  premises,  and,  in  consideration  of  the  aforementioned  cash 
bonus.  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered. 
For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually 
more  or  less. 

2.  This  lease,  which  is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  five  (5)  years  from  the  date  hereof,  and  for  as  long 
thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is 
otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other  liquid 
hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be  twenty  percent  (20%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at 
the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the 
wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a 
prevailing  price)  for  production  of  similar  grade  and  gravity;  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty 
percent  (20%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance,  or  other  excise 
taxes  and  the  costs  incurred  by  Lessee  in  delivering,  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  the  continuing 
right  to  purchase  such  production  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  {or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest 
preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c)  if  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on 
the  leased  premises  or  lands  pooled  therewith  are  capable  of  either  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  or  such  wells  are 
waiting  on  hydraulic  fracture  stimulation,  but  such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  In  paying  quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut- 
in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  per  acre  then  covered  by  this  lease,  such  payment  to  be  made 
to  Lessor  or  to  Lessor's  credit  in  the  depository  designated  below,  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of 
said  90-day  period  while  the  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by 
operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the 
end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production.  Lessee's  failure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  for  the 
amount  due,  but  shall  not  operate  to  terminate  this  lease. 

4.  All  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  lessor's  address  above  or  its  successors, 
which  shall  be  Lessor's  depository  agent  for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  in  currency, 
or  by  check  or  by  draft  and  such  payments  or  tenders  to  Lessor  or  to  the  depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  the  depository  or  to 
the  Lessor  at  the  last  address  known  to  Lessee  shall  constitute  proper  payment  If  the  depository  should  liquidate  or  be  succeeded  by  another  institution,  or  for  any 
reason  fail  or  refuse  to  accept  payment  hereunder,  Lessor  shall,  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as 
depository  agent  to  receive  payments. 

5.  Except  as  provided  for  in  Paragraph  3.  above,  if  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry  hole")  on  the 
leased  premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause,  including  a  revision  of  unit 
boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force 
it  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring 
production  on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all 
production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling, 
reworking  or  any  other  operations  reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such 
operations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances 
covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of 
producing  in  paying  quantities  hereunder.  Lessee  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator 
would  drill  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on  the  leased 
premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith. 
There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein. 

6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests,  as  to  any 
or  all  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production,  whenever  Lessee  deems  it 
necessary  or  proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  simitar  pooling  authority  exists  with  respect  to  such  other 
lands  or  interests.  The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not  exceed  80  acres  plus  a  maximum  acreage  tolerance  of 
10%,  and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for 
an  oil  well  or  gas  well  or  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority 
having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing,  the  terms  "oil  well"  and  "gas  well"  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate 
governmental  authority,  or,  if  no  definition  is  so  prescribed,  "oil  well"  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well" 
means  a  well  with  an  initial  gas-oil  ratio  of  100,000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using 
standard  lease  separator  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross 
completion  interval  in  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross 
completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof.  In  exercising  its  pooling  rights  hereunder,  Lessee  shall  file  of  record  a  written  declaration 
describing  the  unit  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased 
premises  shall  be  treated  as  if  it  were  production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessor's  royalty  is 
calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  this  lease  and  included  in  the  unit  bears  to  the  total  gross  acreage  in  the 
unit,  but  only  to  the  extent  such  proportion  of  unit  production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder, 
and  Lessee  shall  have  the  recurring  right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after 
commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to 
conform  to  any  productive  acreage  determination  made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration 
describing  the  revised  unit  and  stating  the  effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  is  included  in  or  excluded  from  the  unit  by  virtue  of 
such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly.  In  the  absence  of  production  in  paying 
quantities  from  a  unit,  or  upon  permanent  cessation  thereof,  Lessee  may  terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the 
date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 
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S2™f«L«r^^L      ^1  11,6  noWicallon  requirements  contained  in  Lessee's  usual  form  of  division  order  In  the  event  of  thVdSm  of  arw 

SX  M  >2a1£*M  SSJSS'i  Sir^!rntS  ^  °"     '^^^  or  such  other  lands,  and  to  commerce  timterS^Sng^  S3? 

»        hairi^SSKl!,8Jf!ter  -fi^36,  whether  ^Pre88  or  implied,  shall  be  subject  to  aH  applicable  laws,  rules,  regulations  and  orders  of  any  governmental 

^K*«^*rgmstncbon9  on  the  drilling  and  production  of  weHs,  and  the  price  ofoil.  gas,  and  other  substances  onm Mmh En 
Z?mE?°^  t2^2^rifnS  8re  prevent9d  or  ^Ved  ^       **».  "ies.  regulations  or  ordS,  or  by  inabilfty  to oSSSr?P^i^UiS' 
£££  ^^JS^S^'  !il!i!.<fe8S  or  casements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  Stotage  rebeS  SSSSn rioTtwS TSS 
SElfJl .  *  to.  ^J*0*  mafket     ^"ction  or  failure  of  purchasers  or  carriers  to  take  or  transport^ uc? ipredurtm  oTbTanTr^el 

E2TC?££?£  if3^5^?1' th,s  16856  shan  ^  because  of  such  prevention  or  delay,  and  at  Lessee's^ption  tooESai such  o^vSon  o^eS 

r.^JL^^J^T!  ™if^r'  dUrins      P?™^  tem  *  m*  tease'  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party  offering  to 

S  SLLess^  ^j0"?*      oratlofthe  subs,ances  cove«d  by  this  lease  and  covering  all  or  a  portion  of  the  land  desc^Tl^in^^lSse 
«£%£^r^J2^  %  S^SilS*         ^  to  ^  Le***  in  writing  of  said  tffer  imrneSy,  inck^in  Se^SS  tnT^a^L 
2n?^S.^  ttS?*J?"^^rta,tofl',l*0*r-  Lessee,  for  a  per>od  of  fifteen  days  after  recegrt  of  the  notice  sriailhaw^wS 
^d^^nsg  and  opton  to  purchase  the  tease  or  part  thereof  or  interest  therein,  covered  by*e  offer  at  the  pSe  ar^SdTr^7oZ1e4TarS^iK 

r «™ .  1JLN°  S9^?!!  S1aH  b?  iinifiatedi_by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor  has  aiven 
f!?y  f^?!**  ^  01  defeult  and  men  onlv  *  Lessee      to  remedy  the  breach  or  defauft  within  BUdSS  h  CwS^Sffi 
SffJiJl^!  V  fi,SjUd,C!fl  dfjrrnination  **  a  breach  w         h«  occurred,  this  tease  shall  not  be  forfeited  or  cancel       "or  J I  p^SsTlSS  to 
given  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  fails  to  do  so  w™e  or  in  pan  unless  Lessee  is 

lllSL,.  (?^Wer?fe°n         above'  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  Its  successors  and  assigns,  a  perpetual  subsurface  well  bore 

nl^S^  5"?  for  the  p*acement         bores  (alongToutes  selected  by  Lessee)  from  S  S^iJ^SSS^SS^^S 

JLT^^r  ^Z-^T  ?  ^d  !?  whK?,are  001  intended  10  ^'OP  016  P^mises  or  lands  pooled  therewith  and  from  S  iMwshaRto^ >  rtaM ^ 
royalty  or  other  benefit  Such  subsurface  well  bore  easements  shall  run  with  the  land  and  survive  any  termination  of  this  lease  nave  no  ngm  10 

tewe  JJJ£?£  Sf?'  wHan^  10  defend  ^  convey*"  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharoe  any 

£f£J723£ ^JSiStfltSrS?  aS^S  "L'J81?*  tea8ed  P"*"*"*  tf  Lessee  ******  ^  option.  Lessee  srS  taVSSSiSSSB 
hSiSr  2?22  S^1'  fe  made'  1,1  addit,on  to  its  other  nghts,  may  reimburse  itself  out  of  any  royalties  or  shut-n  royalties  otherwS  payable  to  Usso 
hereunder,  to  the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's  title,  Lessee  may  suspend  the  payment? rSe^nffiut  In  ro«S 
hereunder,  wrthout  interest  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  cteim  has  been  resolved  y       and  shuWn  roya,te6 

0^ope^  J^twithstan*ng  anytWn9  contained  to     contrafy  *«  *is  tease-  ^«see  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for  drilling  or 

uaare  fJJ"  aif^;  9nt thelr  fuccessors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of  five  (5) 
SSTr  £Ts  Sse       PrimarV  lemi  *         w  tendertn9  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  terms  and  ™Ss  S 


,2SSSLn  ^^E5TA710!l£J^?0f acknowled9es  01  and  J*8  payments,  in  the  form  of  rental,  bonus  and  royalty,  are  market  sensitive  and  may 
SlS^^^SC^i^*13 16336  ?  "tr*"*  ^90Odfarth  "«9«tattons.  Lessor  understands  flnat  these  tease^yme^^tSntSe  *m% 
^nr^^h^n^^S^l  ^ «.  W  UndUe  m^ence.  Lessor  ^nizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor 
SS^^S^^E"181^  .?lSSVranceS  ^ lfl  ^  "eoofiation  of  this  lease  that  Lessor  would  get  the  Wghe^price  or  different  terms  dependinTon 
a^?tn^ScSS  gts'Se^ t0     ^  ^  ^  to  ^"^*on  based  upon  any  diffSng  teSs  which  Lessees  cS  tt^Zm 

ainn3  '5  SNE^-^E'^£!:^lis  ^  *  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the 
s^torys  bars,  devisees,  executors,  adrwrnstrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parSSnKS» 

LESSOR  (WHETHER  ONE  OR  MORE) 

MartO.Betts,  Jr.  f 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


ACKNOWLEDGMENT 


This  instrument  was  acknowledged  before  me  on  the 

MartO.  Beta,  Jr.  " 


MY  COMMISSION  EXPIRES 

October  12, 2010 


J2009  by 


_  ^rtfPubiic,  ™  M  _ 

load's  name  (fJgptejl/jg v  f^/- 
^rys  commission  expires:  ^q^.  ^ 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 

This  instrument  was  acknowledged  before  me  on  the 


CORPORATE  ACKNOWLEDGMENT 


.day  of 


20  by_ 


jat 


.corporation,  on  behalf  of  said  corporation. 


RECORDING  INFORMATION 
STATE  OF  TEXAS 

County  of  TARRANT 

This  instrument  was  filed  for  record  on  the 
recorded  in 


.day  of. 


Notary  Public  State  of  Texas 
Notary's  name  (printed): 
Notary's  commission  expires: 


,20 


art 


o'clock 


_M„  and  duly 


Instrument  Number: 


,  of  the 


records  of  this  office. 


